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Expansion of Exports Supports Domestic Business

Merchaadise Trade Surplus Bxpands to 3-Year High

Export gains in industrial materials and
capital goods to Europe and Japan

Imports are lowest since early 1959; indnstrial
materials and antomobiles lead decline

Position of U5, in World Trade Analysed

A.S RECENTLY as & year and n balf

ago, contraction in the U.3. mer-
cliandise sxport surplus wos o prominent
{nctor contributing o the increasing
deficit in the nntion's balance of inker-
pational poyments. The restoration
and rapid expoansion of the trade surplus
in the briel peried sinee that time have
reversed the previoualy unfavorable
impaot of merchandise transactions
upon our internationnl fnencial posi-
Liomn.

Differontial movements in business
activity here and abroad have halpe!
to raise tho export balanes. Theee same
diverss ceonomie trends, howsver, bave
induced eapital mavemants paruﬂu-
inrly during the szcond half uf the yeav,
“whirh mere than offssi the hLeneficial
effect on the balanes of payments that
otherwise could howve besn expected
from the favorable shilt in our trads
position. This is diseussed in the anpl-
ysis of recent changes in our internn-
tional stntas that appears earlier in
this issue.

With the slowing down in our eco-
nomic pace during the course of 1980,
the brisk rate of export business has
become & welcome stimulus o domeetic
ouniput of o broad ranga of eommoditiea.
A the sume time lower imports of some
manufactured products have also ex-
erted & f'pvorable influence on produetion
schiedules in severnl of tha Nalion's
leading industries which huve recontly
demonstrated an increased ability to vie

with fereign competition in the home
markeat.

#ore. Byhdeminl partions sl the dals contolosd in this
artlelo wars propaved by Hugh L. Tedge,

In the second quarter of 1960, the
margin of merchandise exports over im-
ports stood at more than #4 billion ot
o eenaonelly adjusted aunual rate as
compared to the sbnormal situstion
prevailing o year earlier when our trade
interchange was in virteal balance.
Dharing the third quaster, the merchan-
dise surplus climbed by still another $1
billion, tepping the $5-billion mark for
the first tirse since 1957, when the Suez
erisis had provided a teimporary stimu-
lus to exports. More recantly, our large
pusitive trade balance Las been well
rnintained as svidanced by export and
import date for Qetaber 1960,

Though lower fimports and higher
exports have operited s poriners in the
rebuilding of our positive trade balnoee
over the past yeor as a whole, higher
exports played & maors important part in
thiz development (sea chort).

Exsports near record; imports off

Exporis in the July-September quar-
ter 1964 hit $20 billion at w senscnally
adjusted annual rate, having ndvanced
by more than $¥X billien or by 30
percent, as compared with the eyclical
low in the first qusrter of 1959.

The recent expansion of exports has
been much slewer thon wos the case
during the earlier phase of the upswing.
The third quarter gain in exports of
Lalf a hillion dollars at » seasonally
n4justed annual rote was abselutely and
relatively much less than tha corre-
sponding sdvoences abinined i the
previous two quarkers,

Imparts, in conirast to exports, have
drifted graduelly downwwmd since late

1959. Afier o hriel rally in the spring
gquarter, imports were again on the
downgrade in the shivd quarter, sliding
by over heil a Lillion dollas 1o &
seasonally adjosted annual rate well
Lelow #15 billior. This iotal, the
loweat since January-March 1858, was
nmore thon $1 billion below the recoid
rate established in the second quarter of
last yeor.

Avea distribution of trade

En the firsk three quarters of 1040,
improvement in the balance with West-
ern Eurepe and Japan accounted for
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nearly three-fourths of the year-to-year
gaoin in the overall trade surplus. Thix
change, which coincided with ihe ex-
pansion of Buropenn and Jopanese
business activity to new highs, mcrita
more than ordinnry nitention. It re-
versod o podtern whick hed char-
acterized US. trade with thesa arens
during the preceding peried of more
thom 2 years. DBeginning in the latier
part of 1957, thore hnd been o stendy
deterioration in, and eventual eliming-
tion of, our traditionally Inrge expors
surpluses with Europe and Jupan, snd
by the spring of 1959 a small net import
bolance had developed.

During the middle two quarters of
1980, nof receipta from irade with
Weatern Europa aggregsted nearly $2.8
hillion at an annual vate, reflasting a
gain in exports of almost $2.2 hillion
{up nearly one-half} and & drop in
imports of obovt 30.6 hillion (dowmn
about onp-cipghth), as compared with
the corresponding G-month peried =
year earlier when our axport and import
trods with that aren was about svenly
maichad (table 1).

In the sama middle quarters of 1860
tha merchandize aeopunt with Japan
showed o moderate surplue, in contrast
to a gizable fmport halanee a year
egrlicr. Althouwgh imporis from Japan
continued to rige during this period, the
inereaso in imports was more chon offset
by the advanca in exports. Such ex-
ports to Japan were up by almost one-
half, having advanced relatively abous
28 faat a5 axports to Western Europe.

Aside from Weatern Ewrope nnd
Jopsn, the other arens swhich con-
iributed prominently to the rerent rise
in the overall export surplus include 5
few countries in the outer sterling
aren—Australia, Todia, and the Union
of Soush Alrico—and Eastern Europe.

Minor shilftx ir Canada ond Lavin
America

Dauring January-September 1960, the
export surplus with Canada was nlmost
identical with that of & wear ago.
Whereas in tha first gquarter of 1960
both exports to and imports from
Canada had besn higher than o year
earlier, the totals for the following six
monthe showsd & moderaie year-to-
year declina in our twvo-way trade with
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that country, hoving beer adversely
affected by the slpckening in Canedien
economic activity snd the more recent
leveling tendency in our own aconomy.

For nearly $ years our overall trading
wecount with the 20 Latin American
republica kas been in  opproximate
balance. Relatively little chonge has
cecurred in either exporis o or imports
from Latin Americe as n whole,

The Cruban market was nppronching
virtual collapse sven before the impo-
sition of the recent embargo. The
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qurrent rate of exporta to Venezueln is
tha lowest in & years. Major losses in
exports to thesa two countries since
Inst year hove besn compensated by
increased shipmenis 6o a number of
obher southern destinotions ipclnding
Mexice, Argentina, .Clhile, Colombia,
snd Uraguay. In the cdse of imports,
reduced arrvivals from Cuba since May
likewize have been largely offset by
expanded purchasea from other Latin
American sources including Venezuela,
Peru, nnd Mexico,

Rele of §ix Key Commedities

THE steep climb in the overall mer-
chandise swrplus reflects favorable shifts
in exports and importa of & broad range
of commoditiea, but six major individual
commodities have led the expansion
{table 2}, During JulySeptember,
steel, cotton, end wireraft together ae-
counted for almost two-filths: of the
year-to-year gnin in the export surplua.

Angther {rio—psssenper cara, £opper,
and aluminum—contributed an addi-
tional one-fourth of the tetal improve-
ment,

Though the United States did ook
resumeé its pre-1950 position ns a nob
exporter of steal wntil Moy 1060, by
the third quarter the execes of exporis
over importa hod risan to 5340 million
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at an ennunl rate, the highest mergin
since the spring of 1958, As eompared
with the fourth quarter of 1959, when
the disroptive effects of the domestic
steel strike upon our loreign trade had
been greatest, and net imports had
anounted te more than £550 million at
nn annusl rata, the trade balanee in
stepl had shifted in our favor by nearly
$000 million. The pain in exports shd
corresponding drop in impeorts had
cvntribited almost equally to this mejor
swing.

Cotton exports in 1960 promiss to
be among tha highest in any postwar
yvear, Kosed upon actual data for
Januvary-October and sstimates for
November and December, exports of
cotbon will ba around $800 million, a
figura nenrly twice as large as such
exports in 1853 when foregn demand
for U.B. cotton had been ot the lowest
since 1847, While exports during the
current season which begen in August
wmay {all somewhnt short of the 7.2
million beles exported in 1950-60, it 12
anticipated by the U1.8. Department of
Agricniture that they will be well in

excess of & million bales.
Peak exports of oircraft; nonferrous
rreetals

Exports of eivilian-type aireraft dur-
ing 1960 will be doubla their 1957 valua,
the previous record for such deliverios,
Dwiring the first 10 months of the currant.
year, nircraft exporta (mainly jats) rosa
to over $600 million at an ennual rate,
an amount $479 million sbove the
annual rata of Junuary-Qetober 1859,

New annoal highs for axports of copper
and sluminum are also nssured for 1964
The initiad qunrter of the yenr hrought
the first reversal in this nation’s his-
torical role 08 o net imperter of alu-
minum. Qur new position as a not
exporier was sustained until Osctober
when exporte of aluminum declined to 2
rota ahout squal to that of imports. In
the second quoarter, the U.B. nlso
abondoned its usuel role o3 2 net im-
portor of coppar, n role which has been
customary since 1830, Exports of
copper wmikil Oetober continued to top
imporis.

Auto imports off

- Our wide margin of imports over
exports of passenper oars—sz situation
which hag exiated for about 3 yeara—
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hoy bBecome steadily norrower since the
third guarter of 1059 ns the naw com-
poct American cors introduced o major
foctoy of competitive importance. In
the three months anded Oetober 1960,
imports fell to an annual rate of abaut
$310 million, less than heli the ameunt
recorded in the comparable quoarter of
1959, It 18 estimated thot Init im-
ports for the year 1960 will total be-
twasn 250,000 and 475 000—roughly
200,000 under 1959, Exports of pas-
senger cars meanwhile, have performed
aven more poorly than was the case last
Foar.
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Industrial Materials Aid
Surplus

In contrast to the six key items,
which contributed $2X hillion, at an
snniual rate, to the overall year-to-yeor
goin in the third qoarter trado swpias,
all other commodities taken togother
wrere respensibla for lesz thon 1%
billion of the fetnl advence. Ak
least $070 million of the lubler amount
redgulbod from the changea pattern of our
trade in o variety of crude and semi-
manufactored materials. At the same
time our trade deficit in foodstofls was

Toale 2.—11.3. Exports, General Imports, and Trade Golanee, by Selectod Commolity
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sased to the extent of about $430 mil-
ion. The export surplus on finished
rannufnctures {excluding steel, aircraft,
nnid putos) was al on annuel rate scarcely
$30 million nbove thet of July-Septem-
ber 1059,

Tha strengthening of the U.S. posi-
tion in ¢rade and semimanufnctured
matorials was accomplished with the
sopporation of both higher exporis and
lower imports of auch important cem-
modities a3 rubbor, chemicals, lumber,
paper base stoska, toxtle fibors, and
hides and skips. It was reinforced by a
lavge wxpansion in exports of iron and
gtool aerag.

Fuel and onmanufactured tobacco
wore, in fact, the only mejor items with-
in this grouping which failed to econ-
tribute to onr improved position in the
third qusrter. On the basis of their
perlormance during the first threa
qunrters of the yvenr exports of coal dur-
ing 1960 will be the lowest in & yenrs.

Pattern of Finished
Manufactures

While dwing 1960 expoits of both
finished manufactures and crude and
semifinished goods, alter excluding the
six key itema, have baen higher than a
Fear oge, the yoar-to-year gain of 8
poreent o manufoctured exports in the

- first 8 mwnths of 1960 did not eppronch
the almost onc-fifth rige in exports of
cride materials and semimanufactures.
On the import side, moreover, manu-
fnctures rose whereas crude nnd semi-
finished goods declined.

The improvement in the surpluz on
montfactaied goods, after excluding
civilian aircraft snd aleel, was largely
dus to hipher exporte of machinery and
o fow other types of copitnl equipment,
puch ns trucks and buses, and railway
squipment, nesded for industriel de-
velopment abraad. Soma ineranscs also
oacurrad in exports of a variaty of con-
gurzce goods and other miscellanesvs
items—especislly these which had bene-
fited by import liberalization messurs
adopted by countries in Europe snd
alzewhers in the world, aotably Ans-
fralic. The higher recaipia from such
axports, howaver, wers largely cancelled
out by rising payments for imports of
taxtiles, rubber and lenther pooda,
transistor radios, ond a fow othar types
of monuiactures.

SURBVEY OF CURRENT BUSINESS

During the firat three guarters of
1964, machinery exporta wers up from a
year omlior by & margin avernging
ahout one-tenth, with most of the in-
ereass accounted for by enlarged ship-
mentg t0 Western Europe. Above-
average relative gaing were recorded by
exports of specinlized industrial oquip-
ment including office and textile ma-
chinery., Imports of machinery, which
in the first quarter of 1360 had scored
b year-io-yem incroase of nearly one-
fifth, have since dipped below the rate
of o yenr emlier,

Trade in Foodstuffs

Most of the reduction from lnst year
in net payments for foodatuffs reftected
shiftz in trade of only three commaodi-

Decombar 1080

tieg—pruine, eoffes, and meat. Basod
upon tha Janary—October period, grain
sxports during the carrent colendar year
will surpess those of 1050 by severn!
hundrad millien dollars and will be the
hixh-st since 1943. Due 60 les {ovora-
bla crop sonditions in Europe end to the
stopped-up schaduls of deliverias to
Indin uvnder the assistance program
saactionsd by Public Law 480, wheat
exports during the current season which
began in July may be even higher than
in the 1959-60 crop year,

Thus far in 1960 {Jenuary-October),
paymenta for imparia of ment and coffee
Lave been ot annual rates sbous $100
millio avd $70 million, respectively,
below those of & year sarlier.

Sonsitivity of 1.5, Exports to Overseas
Business Conditions

SINCE the eurrent expaneion in ex-
ports is linked so closely with the fow of
industrinl materinls, machinery, tnd n
few other key commoditien to Western
Euwope and Japan—arece which e
currently experiencing unprocedented
buainess prosperity—it moy ho relavant
to examine some of the past responses of
ouxr exports to cyclien]l awings in the
sconomica of these countries. Before
looking backwards, however, some né-
tention should be devoted 4o the current
stotug of the European and Japanese
industrial booms.

The nearly 2-year old upsurge in
Wostern European buainess activity,
which by the seccond quarter of 1960
had liftad output in the OEEC coun-
trice by a total of nearly one-sixth,
appears to hove become lesa steep than
was the cose during the emlier phase of
the advence. Though in the second
quarter of this year the seasonnlly nd-
justed index of industrial production
for the OEEC countries combined rose
ot lanst 2 percent over tha previous
quarter, thiz progress was slower than
several months eardier and less than half
thnt which sceurred in the final months
of 1959. Developmenta during the lnte
summer and enrly foll have confirmed
such avidensa of a slowar expansion in

the European sconomies as production
wpproaches capacity limitations and is
retarded by bottenecls,

Thiz is porticularly true in  the
Common Market aves, but in the
United Kingdom wesknessss have ap-
paored in severnl industries, particularly
those producing tonsumer durablaz, In
Japau production continued to expand
eapidly but alao nt somewhat slowerrates
thar in 1959,

Exports respond te cyclical swings
abroad

From the fivat holf of 1957 o tha like
period of 1358, nonmilitary cxports to
Western Europe and Japan underwent
declines of nearly 30 snd 40 percent,
respectively. These major decreases
eoincidod with a raere lovelling out in
Exroponn Bbusiness nctivity sand with
only a very modest and short-lived dip
in Japanese industrial output. While
the initial renctions of our exports {o the
aptumns in Euvropean snd Japanese
buginess astivity during the latter part
of 1958 ware nepntive, this lap in re-
aponse hos besn mora than compensoted
during the current year. In the frst
belf of 1860, exports to both destinations
inerensed over the comparable pariod of
1459 relativaly muach foster than did
industrial production in thess areas.
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The current wulnerability of our ex-
ports to posgible slowdowns in buginess
aotivity in overseae industrinlized coun-
tries should not, of rourse, be measured
on the basis of the magnitude of our
1857=58 export declines to thesze orens.
However, 8ome insight into this problam
may be gained by examining the be-
bnvior of 2 few commodities responsible
for much of tha change in overall exports
ta Western Europe over the paat 4 years.

Shifting Export Patiern
to Enrope

Ezporis of coal and pelroleum—
which together hod been responeible for
more than two-fifths of the totel rise in
nonmilitary exports ¢o Weatern Europo
from the first half of 1956 to the like
period of 1957, wnd lor over gne-third
of the subsoquont dogline in such ex-
porta from the firat half of 1557 to the
first half of 1959—accounted for only 4
porcent of sur teinl exports to Weatarn
Earepe in Jonuary—Juns 1960, This
portion was lass than one-fourth as
much 28 that in the eame months of
1957. Any further downwud changss
which covld possibly occur im our
ehipments of fuel would therefore have

SORVEY OF CURRENT BUSINESS

only o limited &ffect upon the value of
our overall axperts to ‘Western Europo,

Lesser role of erratic commodities

The accompenying chart showa that
the remaining changes in our total non-
military shipmenis to Western Europe
during 19456-69 were sssocinbod mainly
with swings in exports of five individual
commoditice—raw cotton, =tesl mill
produsts, steol aerap, coppor, amd
civilian aiveraft. These accounted for
more than 7¢ percent of the rise in net
overell {nonfusl) exports to Wostern
Europs from the fust half of 1956 to
the comparable poriod of 1957, and
again, for more than 70 percont of the
corresponding dechine from the fist
half of 1957 to tho lilke pmied of 1959,

Though these same five commeditics
hnve besn prominent conbributors to
tha major upswing in exports to this
area during the eurrent yenr, their 45
percent shove of the total incrense wos
groatly roduced from that of 195657
{soo chart}. This is ab indiestion that
the cirTent npturn in exporte i& more
bhroadly based than waes the rise of
1986-57.

The five selected items nevertieless
did contribota os mush a8 5% billion of

15

the total increase in our nonwilitery
orports {excluding fuels) to Weatorn
Europe duiing the first half of 1960 as
comparad with o vaor eatlier. There-
fore, at lonst hidel ebttontion should be
given 6o factors which moy eifect the
immediate ouwilook for exports of some
of these commoditice.

Recent factors in Enropear denared

It is anticipated that European de-
mand for American cotton will continue
t0 ke fairly Ligh dering the bolance of
the curront crop year. However, dus
to such factors ws the tapering off of the
tise in IBuropoan textile production,
the gracund buildup in Europesn in-
venioricg of raw cotion and intermedi-
ade toxtide products, and the increased
availabilitics of raw cotbon in compoti-
tor sxporting eountries, the sutlock for
1.5, cotton axporta at the beginning of
the current senson was somewbat less
optimistic than it had bewn a year
oalior whon stocka abroad of Amarican
cofton woro very depleted.

Judgping by the Inrge axpansion in
European steel output during the car-
rent yeor, and tha furthsr embitiops
ineraases anticipated for 1061 and sub-
sequent years, Westorn Ewope’s rei-

RECENT CHANGES IN US. NONMIUTARY EXPORTS TO WESTERN EUROPE
Wars More Broadly Based Than During the Pravious Three Years
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anea on the United Stntes 22 2 marginal
supplier of specislized types of sbasl,
such a3 sheets and tubee, should be
grestly reduced. Our stesl shipments
o Wostern Burope are already on tha
downtrend, having deciined during hoth
August and Saptember,

Copper exports to Westorn Europe
foll off in September and dipped forther
in O¢tober. Much of the increased
Europenn demand for copper imports
from the United States duaring the cur-
rent year haa been induced by political
anrest and labor difficolties in tradi-
tionol African snd Latin Americsn sap-
Py sources with resulting uncertainties
cencarning ihe steadiness of future
supplics.

Deliveries of jet aireraft to Eoropean
celriers should hold up fairly well
through mid-1961, based upon the cu-
rent atedus of manufacturerz’ crder
books, Prospects beyond that point
are uncertain, being largely dependent
upon whether or not foraign airlines will
requive further Inrge additions to their
elready greatly cxpanded floots.

Lapital goads exports to Europe
In addition to*the five selented com-

modities discussed nbove, o riae of ane-
third in sxporta of machinery to West-

I 5. MERCHANDISE IMPORTS
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orn Kurope in January-Tune 1960 con-
tributed %125 millivn to our improved
gales parlormance in thet ares as coms
parad with a yanr age. Thiz upiorn
may have been due in part to Ghe pro.
pressive relaxation of Emopean import
controls  which had  discriminated
ogainet dollar purchases. However, it
wns mainily in response to tha European
investment boom—a boom in which
Amaerican cornpaniee have been prom-
inent participants,

Tha continued strength in Europe's
demand for capitel squipment—ns ovi-
denced by the further lengthening in
delivery terms offered hry European pro-
ducerz of machine tools and other types
ol muchinery—appears o floretell &
continuntion, for soms time, of the
favorabla market for 17.8. machinery
goles in Weastern Ewrope, though such
appruisals are fraughé with un-
cortainties,

Competitive outplt oveTsems grows

Though the remaining $4060 millioa
year-lo-year rise in exports t¢ Weatern
Eorope during Janvary-June 1960 re-
flected noteworthy incresses in & varioty
of liberplized findghed consumerype
items, it consiated mainly of gains in o
number of industrial materials includ-
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ing, mmong othery, aluminem, chemi-
cals, gyathatic rubber, man-mads fibers,
and wood and paper.

Tha outlonic for axports of many of
theze busic commoedities is undoubtedly
g function of what happens to the
foreign boom, and is clowded by atheor
fnctors sueh as the growth in Evrope's
own ocompating productive  facilities.
Westarn Enrope's enpacity to prodace
itaws such as aluminum, synthetic rub-
ber, mpn-roada Ghers, and othar ehenii-
cals is increasing repidly. Whethar or
nok this will reenlt in & displeesment of
our exporta depends upon the axtent to
which Europe's market for these pred-
ueta s expunding and upon the ability
of oy exports to most tha new com-
petition.

Europe’s consumpéion of many of
these commodities still lags far behind
ow own, The cwvrent share of syn-
thatic rubber in Western Europe’s total
usa of new robber s less than 40 percent,
o ratio litile move than ona-half that of
the United States. At the same tlme,
Europe’s {our top users of slumionm—
the United Eingdem, Germony, France,
and Ttaly combined—consume an aver-
age of only 10 pounds per capits anm
compared with 27 pounds in the UJnited
States,

U5, Merchandise Imorts Lower

TMPORTS in all four major economic
cotegories in the third 1980 quarter
were lower than & yeor earlier (sce
chart), Though reductions in imporie
of industriol mnderials and foodstofls
peoounted for the bulk of the over §1
billion year-to-year decline in the an-
nunl rate of total imporis during the
third guarter, doereasce n imports of
possenger eo1s aid a numbar of ethar
types of nonfood consumer gopda were
alsoc mnjor sentributing factors.

Industrial Materials Decline

Except for imports of petrolsum, iron
ore, ond textile fabries, arrivals of pras
tieally 2]l major types of materinls have
shown o yeor-to-yenr decling since the
first guarter, If thesa thres items are

axcluded, the year-to-year drep duoring
the third quaater in the remuoining seg-
ment of our imports of industrinl ma-
terials wan well in sxeocss of 5800 million
at &n annual rate.

Abouet $240 million of the latier drop
waa nceounted for by reduced imporis
of stes] mill produste which during tha
last half of 1959 and in carly 1060, dus
to lost yenr's steel strike, had bhesn ax-
troordinarily high. Aboab throe
fourths of tle remaining amount was
dua to lower arvivels of copper, alumi-
num, micksl, and other ¢rude nod semi-
manufactursd metals: erude robber,
lamber, and other building matarials;
aad unmanufanstured wool.

An examination of the relationships
between supply and final purchases of
major individual commodities raveals
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that the docline in mnporis hes genarally
parnlleled a similar movement in domes-
tie consumption. It alao indicates that
the reduction in onr averall demand for
n number of important items—par-
ticularlty metals—appears to have af-
foctad imports mora than eompeting
domestic prodoction. This may, in
part at least, be attribated to the Jarge
purchasesa of primary materisis by other
industrialized conntrias.

Doumnturn in nernferroits metals

‘Fhroughoat most of 1060 domestic
eonsumptien of both aluminum and
copper haa trailed arbetantially Behind
lnst year's rates. The full impact of
our redicad demand for aluminum after
the first guartsr was borne by imports
which, additionglly aifected by ihe
cencellation of aluminum purchase con-
tracts with Canada’s major producer in
the early ruonths of the year, slurapad
naavly two fifths below last year's vol-
ume in the first 10 months of 1960.
Domestic primacy aluminum oukbpat, in
conérest to importa, was well muin-

W, 5. IMPORTS OF INDUSTRIAL MATERIALS
Yame-to-Yeqr Drop After First Quorter
Billion %

14 . -
-
14 & -
Jt
"
12 W — E

Cuarserdy
Bl dndoe Saslub Buryma
1. & Pypariesl of Conamcis, Do of Smlovm Emppain 425

STHE0E " ——2

SURVEY OF CURRENT BUSINESS

tained throuph the third quarter. Not
withstanding our grently increased ex-
ports during the year, inventories of
alymioum at the end of Septembec had
risen to & new high.

The same supply-thraatening factora
which helped promete oar exporta like-
wise affested importa of copper. Theee
imports, though lower after the firet
quarter, have continued to held up
better then would otherwise have been
the case. ‘This is also true of domestic
copper production, which swung into
high gesr aiter the strike settlaments
early in the yeer and has eince baen
maintained ot a near record rate.

Since the supply nncertaintics are nod
yet fully resolved, os evidenced by the
continued political norest in Africa and
the poseibility of a new copper tisup in
Chile at the tvrn of the year, the volume
of copper imports muy be fairly well
sustaned during the fourth guoarter
despite the condinued lack of vigor in
domestic consamption, The dollar
valus of such imports, however, may
drift lower due to the bresk in cspper
pricea sarly in Octobar.

Dip in rubber, lumber, and wool

The volume of rubbser imports in
the first 10 months of 1960 was less
then three-fourths as large o in tha
sarmnse period of 1959, but much higher
world rubber prices in the current yeor
limited the decline in the velue of such
imports to 10 percent. The substantial
tonnnge contraction is partly exploined
by the continuved decline in tha ratio
of natural to total consumption of new
rubber—from neatly & third in January
1960 to jess than 30 percent in October.

1t sleo reflected a partinl displace-
ment of imports by aales of natural
rubber from the Government's sirptegic
etockpile—a program injtiated in Octo~
ber of 1958. This program is o long-
term one which will be snspended only
during periods when spob prices for

" potural rubber fall below 30 cents a

pound. The major declinea in prices
for natural rubber aince midsummer
are yet to be reflested in the import
gtatisiics.

Until there is a substantial upturn
in home construction, imports of lumber
end other buiding materinls may
continue to be lower thon in 1059,

lmporis of apparel woel by the third
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quorter of 1960 hod slumped more
than two-fifthe balow those of July-
Sepbterber 1959, over thres times the-
concurrant rate of decline in somsacep-,
tion. In contrest to imports, domestic
production of apparel wool, stimulated
by the Department of Agriculture's
incentive payments program, hns been.
somewhnt higher $han during last year.:

Shife in oil patterng iron ore up
With prices down and the volume of.
imports sharply lower than a year ago
when il imporis were inflated in
anticipation of mandatory quotas im-
in March snd April of 10458,
the walue of oil arrivals in the frst
quarter of 1960 was almoat $120 million
below the sams year-enrlier guester.
In the following 6 months, however,
this yeor-to-yeor decline was nearly
cancaled out as petrolevm imports
repisterad o $100 million goin over

U. & IMPORTS OF HONFOOD
CONSUMER GOODS
Yoar-ta-Year Drogy Afar Sseond Quarkes:
Gillion §
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April-September 1859. About half of
the improvement reflected nat upward
revisiona in the volume of gquotn allow-
ables, whils exempted importa—mostly
tunker fusls—mads up ths remainder.

Notwithstanding the decline in the
Nation’s steel output after the March
querter, importe of ron ore have con-
tinuved at o nanr-racord rate. Domesiic
production of iron ore has alse heen
maintsined in excess of reguiromanta
with the result that iron ore inventories
at the end of September were nt o
record high of 85 million tone.

Coffee, Meat, and Sngar
Emports

- Lower prices snd reduced volume
contributed almost equally to coffee
imports declining by $7¢ million at an
onnual rate in January—October 1960
a8 compared with n» year eorlier.
Though roastinga during the first three
quartera of 1960 were nboub tha same
a5 a year ago, net additions to green
coffee invenkories amounted to less
than 10 million pounds, in centrase
to ower 150 million pounds in the firsé
three quarters of 1959. Siill, at the
end of ths third quarter of 1060 suel:
inventories wera the highest in 3% years.

The drop in importa of mest snd
eattle from last year's record xate
reflected 2 shilt to domestic sourees of
supply. In the first 10 months of 1960,
the notion’s cattle slanghter was vp by
nearly ong-gighth from a yoar age.

Spectel sltuniion in sgar

Imporie of sugar in the thivd quarter
dipped about 20 porsent belsw laat yenr.
Tius decline, an aftermath of the em-
barge imposed on Cubon sugnr sarly
in July, promises to he shortlived.
Assuming that sxisting unfilled quotas
and outstending anthorizations for pur-
chazea of nonquote sugar will be fully
ntilized before they expire st the end of
tha year, the volume of sugar imporis
during the fourth quarier will be ai
least 50 percent greater than that of
October-December 1959, Such o bhigh
rate of arrivalz, tha bull: of which will
ba supplied by ecountries which pre-
viously hnd only very limited or no
access to tha T8, sugar market, would
hoost the wolume of imports for the
year W 4 record or nesr-record high,

SURVEY OF CURRENT BUSINESS

Mixed Trends in Consumer
Goods

Diverpent trends have chnracterized
our recant imporks of various bypes of
nonfood consumer goods. Arivals of
appliancea and of aofigoods—apparel
asd other finished textilies, yubber, and
leather orticles—continued on ile up-
trend ; imports of passenger cors declined
sharply after the firat gquarter; and
aggregats imports of other nonfoed con-
aumer goods lagped slightly behind o
year agoe beginning in the third quarier.

Auto imports hit by U.S. compacts

Reflecting the incressing success of
LS, eompact enra in the domeatie
market, the volumie of possenger cax
imports during July—September wans
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the lowest since the third querber of
1557, having fallen by nearly three-
fifths ne compered to the third quarter
of 1959. Beginning in April, monthly
repistrations of forcign autos hove
withcut  interraption besn running
below a yeer ago.  During Julp-Ssptem-
ber such registrations were down from
lezt year by nearly onefouvrth. The
voluma of imports in the third quarier
was 57,000 below the number of regis-
frotions, an indieation that nearly half
of tha ears sold were being suppliad from
inventoriea rather than from curremt
importa, While there i3 apporently
still room for enme further reduntion in
inventories of foreipn cars, the future
course of suto imports will presumably
run xore parallel to ¢he trend in regis-
trotions than it did in the third quarter,

Comparative Export Trends of Industrial Nations

TI-]E upawing in U.5. exporis in the
fivat haif of 1060 from the cyclical lows
of & year esrlier was relatively some-
what greater than the coneurrent rise in
exports from Jepan and the OEEC
countries (free Europe, excluding Fin-
land and Yugoslavia) of Western Eu-
rope. Yrhile this performance lified
TS, foreigo soles by midyear to oo
annunl rate slightly obove the pesk

yearly export total of 1957, the margin
of our cwrent lend over the next
ranking confiender ns €he world's top
exporter woa not g0 wida as it had been
in thot saxlisr year.

Exporta from both Jopan and the
countries of Weatern Eurepe, having
exponded almozt eontinuously since tha

- sarly 1980°3 with only a mild adjustmeat

m 1958, wers ab a rabe in the frst half of
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ihe current year more than 20 percent,
and mearly 30 percont, respectively,
ahead of their 1957 paca.

Europenit exporis pause ot midyeor

In contrast to the zuccessive gains in
exports scored by the United States
in ench of the firat thres quarters of
1860 from the low 1959 performanas,
Weatarn Europe's export expansion
pppeared to have been checked, st
least temporarily, in the spring quarter,
Snles to the United Siatea after April
glid below yoar-earlier levels and ex-
porta to the rest of tha world ware
barely mainteined. Jopan, on the other
hand, in the sssond quarter, resumed
the prolonped expart riss which had
been briefly interrupted in the preced-
ing guorter; its year-to-venr gaing in
shipments 0 the United States, re-
corded in every month of the Janvary-
June span, were extended into the
summer quarber.

Trends in monufactures

The T.5. share in world exports of
manufacturss,' calculated ab 23 percent
in the April-June quarter, was higher
than in any of the preceding four
quarters and well above the posivwur
low of alichtdy more than 19 percent
recorded [or the sirike-offected finnl
guarter of 1958, Japan also upped its
share of this trads 1o the spring quarter
but. virtually all the QEEC induatrial
nations, axcepting Italy, alipped back
irom the quorter before.?

Hore ngain, however, the long-term
picture ia different, Largely because
of crcomstances affecting Weatern
Hemisphere mearkets where it is the
dominant supplisr, the 17.8. share in
world axports of menufnctured goods,
at 22 percent in the firet half of 1060,
hna continued weil below the 1958-57
nverapo of over 25 percent.

In contrast, Gertnan's share of this
trode has risen some 2 points from the
16 percent in 1956 ond 5 from the 13
percent in 1953, and Japon’s eurrent

1. Actonfing to epmiion mage In Ikbtmalono trade
anatysis, seotlana 6, &, ¥, and B tho Standord Tutemtioml
Trade Classifeotion ¢exuding U.5. speslal eatogry g
ports) oormpast the Lerma “oeports of monwbss b,
{nkled poods,” and dmilar sxprombons.  Tide definltog
difery o @werad Imperkand roameaty kot fho VA, Census
el iontbon of Gndahed senpdoed unss rincs 1L S0l Domer-
oo goddn cladilod by thy Tencun Bunesuy g semimogy-
Imthowos, nolwding bass motsks sl Ko or el cogoan

Lot stomi.
2. Boatd al Tredo Journal (London}, OMobor 15, 1000
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ghare of 6 percent i3 up by two-thirds
from that af 1953 but only moderntely
as compared to 1956. Gains bave also
been won by Fraoce, Klaly, and che
Netherianda smong others, as compared
with the mid-fiftics. The United King-
dom's current share of about 17 percent,
on the other hond, represants & pradual
decline from tha 19 percent registersd
in 1950 and the 21 percent in 1953,
Tha partial restoration of the US.
peeition in world exports of muanufuc-
tured goods waa cenéersd sreund a
mimber of the very same commeodities
which hed figured so prominently in
the 1959 deterioration of our relative
trading poeition in finished gooda, and
which auhsequeantly staged vigorausral-
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lies to rank nmong the pacesetiers of tha
1980 export boom, Leading exnmplea of
manufactared exports falling into this
paitern wore commercial aircraft, rail-
way eguipment, iron and stesl, and
copper,

In addition, o favorabls infleence on
our current relative axpord position
has been exerted by rising 8. foreign
sales of sluminum ond of epecialized
types of industrial mochinery, itema
which had performed relotively well
last yenr nnd had helped Limit the
decline in our overnll shave of world
exporie of manufactures in that period.

Trade gaine in industrial markets

Currently, Ewrope has hecome the
major target for export goins of the
industriplized nations in contreat to 8
year age when the United States was
in thet position {see chart). As West-
et Burope’s economic activity boomed
sud imports advanced by over one-filth
iy the first balf of 1960 over the cor-
responding pericd of 1859, the direction
of Burope’s cxport axpansion turned
inward, shifting awny from the .5,
tnarket, whare import demsnd was
slackening off, and toward trade within
its own arom.

Date availoble for the major indus-
trial natiens of BEurope? shows that
exports of thiz group of countrics to
eich other nnd o tha ramaining OEEC
nrea roas by about o [ourth, or around
%2 billion, batween the first hall of 19590
uhd the first Linlf of 19680, accounting for
ngarly Ewo-thirds of the met gain in
their overall exports to the free world.
In the sama period, the rise in axports
to the United States was confined to
less than $100 million.

This movemant iz in merked contrast
to davelopments in tha firat 6§ months of
1969 when the sharp upturn in U.3.
imports genernted an advanee of owoer
ball o billion dollars in the combined
shipments of the Common Maorket
netions nnd Britnin to this country
over the correspanding poriad of 1968,
socounting for almaost three-fourths of
their $700 million net increass in overall

3. The iz Comiokg Markat eoduttlcs plue the Dnlisd
Hingdinn, whish gl vt oessunt for cireeForthe of mars
of the tolal export truika of mll tho 0 BEO conniries eorbiaod.
1obal oxor taor TS Eraulpof eOUREricsCTpAnded 2] parrent

‘botween the drst inlvee of 198 smd 1000, the some robo ey s
mﬂ.e'd Tar ol vt OEEC countrien combdned.
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ex%:a to the fres world in that period.
gimilor concentration of the
United States’ recent export expansion
in the direction of Europe has been
discussed earlier. While U.B. dollar
ing from trade with OEEC Euprope
in the firat half of 1960, at $1 hillion-
plus, were less than hali of the absolute
gains recorded by the 18 OREC coun-
tries from exporis to each other, the
relotive imcrense of over 50 percent in
our axports to that area was double
that scored by intr-OEEC trade and
more than twice o large e Weatern
Europe's total import expansion over
tha year before.

U.5. ups shore in India, Ausiralla

The United Sdates became India's
top recking ovemeas supplier during
the conrsa of 1860, pre-empting Britein’s
traditional rele for the first time since
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undar one-third that of the TUnited
States and less than one-seventh thot of
the Tnited Einpdom, still Auvstralia's
top supplisr by n wide margin,

Western Hemisphere steady

In neither Canada nor Latin America
did totel importe in tha firet half of
1960 sdvavee by 5 percent sbove a
¥ear ogo. the April-June
ganrter, [J.5. shipments to Latin Amer-
ics 88 u whols moved ahead by zome
2 perount over the eama period n year
zﬁo. matehing the equivalent rise in
that area's total imports from oll the
induetrial countries combined. If Cubn
and Venezuela are omitted from the
caleulptions—opuntries whers a con-
tinued downtyend in impori demand
due to special economic and politicel
factore noffected the Umted Btabes

1052. This iz & apacial situation as- especially unfavorably—our participa~ from appropristions for mili fune-

countsd for by heavy movements of _tion in the remaining Letin American tions of the Department of Defepae

foodgrains and cotton which were sold *~ market actually ndvanced in the spring  weare about $2.2 billion.
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short run, reductions in nontrade ex-
penditures andfor increases in nontrade
recoipta, The directive by the Presi-
dent, iesued on Nevember 18, 1060,
“concerning steps to be taken with re-
speck to the United Stotes balance of
paymenta’ inclnde—among other mens-

high of $3.4 billion in 1958 and subae-
quently hovs declined to obout 33
hillion in the year ended June 1960.
The expendilure ontegorice which ac-
counted for most of the decline from the
pesk were construetion, foreign procures
menk under the military aid program,
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and purchasea of matarials and eupplise
for our own uss. Some of these
axpenditores eon be expacted to decline
further.

Of the $3 billion expendijures in
fizeal yeor 1960, about $150 million
werg made in formg-n currencies ac-
quired mai through ealea of agri-
culturel products. These local ecur-
rency transactions did not, of course,
contribute to the deficit n our balance
of payments, Something over $400
million consisted of expenditores for
defenss related activities by ageocies
other than the Dieparément of Defenss,
and closa to $300 million were mada
under $he mili asmetance program,
The lotter inclwde milicary sesigtance
offshore procuremnent, mumsl weapoos
developmens, wenpons production,
NATO infrastrizetore, and various sarve-

jees,  Thus, dollar expanditures shrond

Sales by or through our m:lt(a.ll'lv
orgouizntions were close to $300 mil-
lion both in 1858 and 1959, bui some
mcrease ovor thet rate has occurred
recanily and can be expected to con-
tinug for gome time,



